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THE PROBLEM 

To estimate the prospects for political stability in the Caribbean in 1960 with 
particular reference to Cuba, Panama, and Guatemala. 


CONCLUSIONS 
Cuba Guevara and Communist success In 

I Bering his «***»*», _ beUev, *2£»ri£2Ett*£l 
that Fidel Castro has at kast an even 
chance of remaining in power through 
1960. Neither the deteriorating economic 
situation nor the growing but disor- 
ganized opposition appears likely to pre- 
sent a serious threat to Castro's position. 
If he were eliminated, Haul Castro and 
Che Guevara— both staunch pro-ConK 
munistsif not actual Communists— would 
probably assume control. However, ft is 
unlikely they would be able to maintain 


gor^ernmentj Nevertheless, we do not be- 
lieve that curing this period the Com* 
munists v/ill be able to force Fidel Castro 
to adopt policies to which Tie is opposed. 
(Paras. 11-13, 25) 

3. We believe that, at least for the period 
of this estimate, Castro's attitude and 
policies will further the objectives of the 
Communists who will try to avoid giving 
Castro any cause for believing that they 
are seeking to move in on his position 


i-i; r -Si* 


as leader. In these circumstances it Is 


^v, control for long and Cuba would almost *-, 


^certatoly be In^for a period of wmv%B£&*&22& ^^^^^^ 



twM 




^jf ^Communist influence will almost cer 

Ml tainly continue to increase in 1960, largely 

Iff i as a result of the influence the Commu- 

P J nists exert through Haul Castro and Che 




'IMi mUbss* npptemtBti aws 
SttuttaB la; tbt OMfbbtu thtms* ISM," SS 
Sttt lilt, tad ptnlk! Metfeot of Sum 1SS4-W, 
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influence^ In fact he probably will be- 
^jcc^^increasingly dependent., on them 
and he may turn more to the Bloc for 
assistance. (Paras. 25-27) 

4 Castro, while proclaiming a neutralist 
policy, will almost certainly continue to 
maintain a strong anti-US position. 31 
the US were to take economic action 
sgeinst Cuba, such as reducing the Cuban 
sugar quota or eliminating the price dif- 
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tatewUta, Cuba^H^has^lwwem/fsikd 
to establish a coherent aet or political and eco- 
somie structures. In this fluid situation es> 
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[ forernment and the economy. 
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ndlcal nationalist program which seeks to 10. Castro appears %o have been motivated not 

*>&.!*&■!&'££*****:*** what ha only by his social Ideals but also byanove* 

^ y*" ^ be tteir economic and political riding ambition to strengthen his imate si 
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highly unpredictable, and aometimea taxa- 
tional manner. To counter growing opposi- 
tion, Castro ii now directing his appeal almost 
delusively to students, workers, and peasants. 

whom be has begun to arm. These elements, 
together with the bulk of the original 26th of 
July Movement and of the Cuban armed 
forces, now composed largely of former rebels, 
constitute the base of Castro's political sup- 
port. In abort, Castro seems to be more and 
more preoccupied with defense of the revolu- 
tion and with assuring the continuation of 
his own monopoly of power. 

21. To the extent that the Castro revolution 
Is a first step in a fundamental social revolu- 
tion, disorders, violence and anti-US demon- 
strations can be viewed as inevitable. The 
situation is complicated by the presence of a 


the party has deliberately refrained from an 
all-out membership drive or other actions 
which might cause Castro to regard It as a 
competitor for political power. The Com- 
munists have had great success In penetrating 
the 36th of July Movement and In exerting 
Influence primarily through Raul Castro and 
Che Guevara, both staunch pro-Communists 
If not actual Communists. Through them 
they have been able to place their supporters 
to key positions throughout the principal 
areas of government, particularly to the 
powerful Agrarian Reform Institute. 

14. The Government. The Cuban Govern- 
ment continues to be dominated by Fidel 
Castro who rules as a dictator, there Is no 
prospect of elections and the regime has in- 
creasingly restricted Individual liberties. 
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the strongest to Latin America. The party 
la exploiting the chaotic conditions of con- 
temporary Cuba and Castro Is making little 
effort to curb It. 

12. in this atmosphere of radical change, er- 
ratic leadership, and ar.ti-US sentiment, the 
most dangerous aspect Is the opportu- 
nity given to International «™«Tm inlTm to 
strengthen Its position to Cuba and the Carib- 
bean area. While the USSR for some time 
gave little propaganda attention to Castro, It 
more recently came out strongly to favor of 
bis regime as a national liberation movement 
Communist China, which has become 


dent, Urrutla, who dared to protest growing 

Communist Influence, and has reorganised the 
cabinet to give key positions to his extreme 
leftist advisers. The power of Saul Castro 
was Increased when he was given control of 
Cuba's newly created Ministry of Revolution- 
ary Armed Forces. His comrade Che Gue- 
vara, who for a while held a top post In the 
Agrarian Reform Institute, recently replaced 
a moderate as President of the National Bank. 
The new labor minister Is a follower of Real 
Castro, and his counterpart to the important 
public works ministry Is probably a Commu- 
wmaunin wunaj wnicn nas i tfft mf tofrraK^ : r ,>a ^'-^ ■ktoeoycr. many other Important gov- 
.... toglv interests in latin i-iwiri;a fi^ fpyB-ainhiental.ltoctlcns are tapidiv being ab- 
gp4volvtog Itself , to .Cuban itta3n;m0^^^mf t ^ tA *9 ** Agrarian: Reform Institute, . 
#Kia^&^^ a pro-Communist and In 

£§llLfi£%Zr%%l^^ Ccmmuia^ and leftists are gaining 
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significantly above the Jane 1052 estimate of 
17,000 members, the influence of the Commu- 
nists has expanded considerably. The FSP 
m a int a ins extremely active press and ftent «- 
ganaations and continues to expand Its or- 
gani sation, while the old-line political parties 
.remain dormant, demoralised, and Inactive. 
Avowed Communists continue to build on 
their pre-1259 base to trade anions, the edu- 
cational field, and the entertainment mdustiy. 


competence to executive agencies Is deterio- 
rating rapidly as experienced, moderate offi- 
cials leave the government and their jobs are 
filled by youthful and Inexperienced radicals. 

i 15. TJuM mafjf? The regime has attempted 
to strengthen Its control by unifying and racr- 
ganiatog the armed forces, the polict, and to- 
vestigative agencies under the stogie ministry 

•far MUitafT Btienfths at the caifthma 
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toeded by Raiil Grtro. Nevertheless, the 
aimed forces, whose ofBcers were purged and 
tercel j replaced by the guerrilla leaders after 
the revolution, remain In a state of confusion, 
to an effort to contain dissidence, the regime 
his carried out at least two more large-scale 
purges which have seriously undermined mili- 
tary morale. These purges followed the resig- 
nations of the Air Force Chief Diax Lanz, now 
In exile, and Buber Matos, a respected provin- 
cial army commander who has been sentenced 
to 20 years on a charge of treason. Both of 
these men resigned In protest against growing 
leftist and Communist Influence on the regime. 
While most of the army Is probably loyal to 
Castro, tt is undisciplined and disorganised 
and has little military capability except for 
guerrilla operations. The air force, largely 
purged of its dissidents and stripped of nearly 
all trained pilots and maintenance personnel, 
Is also now probably for the most part loyal, 
but has ceased to exist as an effective combat 
arm. The loyalty of the nary, the senrtce 
least affected by the revolution, Is doubtful. 

16. Organized labor. Organised labor In 
Cuba did not climb on the Castro bandwagon 
until the moment of Batista's departure. In 
the subsequent maneuvering by the Premier to 
Sling labor under the Influence of the 36th of 
Ally Movement, the Important Communist 
minority In organised labor Increased its In- 
fluence at both the local union levd and in the 
national directorate of the Confederation of 

_ JCubah|*^ 

:£#* Movement ha* received more than one rebuff 
o PesguJsed labor, and, although a proUg* : 

f ilftf SaOl (Castro nq^ 

^plabori Rwil appears to ha ve been more help- 
ful In furthering the goals of Communist ele- 
ments than In extending the Influence of the 
: regime, fee was Instrumental in persuading 

WtMrMlir 


Ejpz 


'..; ,. .<" V,r? 


8B0RST 


?£&!& 


developments 
and the increasing strength of the Communist 
minority, organised labor Is losing tta Inde- 
pendence. 


17. The Economic Situation. After tt 
po^er, the government committed itself to 
an economic policy designed to break the 
dominant position of the relatively few 
wealthy Cubans and of foreign, principally VB 9 
capital. Although no clearly delineated pro- 
gram has been announced* it is dear that a 
high degree of government direction, if not 
government ownership, Is envisaged. Broad 
decrees have been Issued giving government 
agendes, particularly the Agrarian Reform In- 
stitute, wide powers to Intervene In the 
a J. 






IS. In the past six months the regimes drive 
to tighten its control over private business has 
accelerated. Outright expropriation of prop- 
erty is only now beginning, but there is widen- 
ing apprehension in the business community 
caused by the regime's erratic, arbitrary, and 
often ruthless Intervention In the economy. 
The appointment of Che Guevara as President 
of the National Bank brought forth a sponta- 
neous expression of public lack of confidence 
in the government 1 * financial policy; Deposi- 
tors withdrew at least $50,000,000 of savings 
from banks. However, the economic situation, 
while deteriorating, Is not yet critical, and in 
aome respects, notably that of food produc- 
tion, has improved somewhat 

If. Castro* lieutenants have Imposed ft net- 
work of sweeping state controls over the pri- 
vate sector of the economy and have taken over 
supervision of ft variety of foreign and locally* 
owned properties including cattle ranches, 
telephone companies, petroleum concessions, 
domestic airlines, and hotels. Some of these 
are scheduled for expropriation as are a nam- 
of other enterprises, Induding 
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directorate and to disaffiliate from ORTT, the 
western-oriented^ hemisphere labor organisa- 
tion. Be Is also encouraging the creation of 
a purely Latin American labor confederation. 
Knee the CTC Congress, several prominent 
•nti-Communist labor leaders 
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•nee and banking enterprlees, whJch as yet 
are not under government control. Sharp re- 
duction* In rente end vtttttjr ntee end In- 
creeeee In wages have been ordered by the gor- 
emment; the tax structure has been revised, 
and tax collection made more effesttve. 
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90. Business bis responded to these measures, 
and to the appointment of Che Guevara to the 
Residency of the Cuban National Bank, by 
restricting credit and reducing Investments, 
Private construction, discouraged by fixed low 
rentals, has virtually halted. As a conse- 
quence of the general business slowdown, un- 
employment, always high during the May^ 
Novexnber slack season In the sugar Industry, 
was higher In 2859 than In previous years. 
Public works Initiated by the regime to relieve 
unemployment pressure are causing, a heavy 
strain on the national budget Tbe cost of 
living Is rising, partly because of a reduction 
of Imported goods, and partly because of In* 
creases In the purchasing power of lower to- 
' groups. 


taster 


21. On the other hand, despite the reverses 
noted above, the Castro regime has avoided 
crises expected In its Internationa] payments 
and in tbe budget While 1959 exports were 
below normal and tourist expenditures and 
capital inflow were cut sharply. Imports were 
sharply curtailed and outpayments on tourist 
and investment account likewise declined. 
The estimated resulting 1959 balance of pay- 
ments deficit is less than In recent years. 
However, total Cuban foreign exchange re- 
serves are dangerously low, standing at $50 
million according to Castro, as compared to 
$111 million at the end of 1958 and a 1959 peak 
of $149 million reached in Hay. The national 
budget deficit, according to preliminary esti- 
mates, will be considerably smaller than In 
1958 reflecting Increased receipU Including 
collection of back taxes.'^S^^#^i^^^ 

22; Because Cuba has a predominantly agrt^: 
^^ cultural economy, the outcome of the agrarian ^ 
reform program win have iih Important bear*? 
tng en economic stability. It Is not ytt clear 
whether the program win be a success or a 
failure, lb date no major agriculture] hold* 
Ings have been broken np, and Indeed In most 
Um «d management iemaias e luibough 
under the supertision of government agents. 
Following the establishment of cooperatives 
and the assignment of unused lands to land* 
less term workers, there has been some In- 
crease In the production of foodstuffs. Tbe 
land reform program will not affect the 1980 
since the government docs not 
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aspect to takeover large cane lands until after 
the spring harvest Thus the major 
Castro** agrarian reform program will 
after this date. 

S3. Foreign Policy. The Castro regime has 
abandoned Cuba's previous pro-Western, anil* 
Communist position. It has Indicated that 
It will follow a neutralist policy, and will 
align Itself with the underdeveloped nations 
of Asia and Africa. It has assumed an In* 
creaslngly strong anti-US position. At the 
aame time, there has been virtually no criti- 
cism of the Communist Bloc and a favorable 
attitude toward Increased relations with the 
Bloc Manifestations of this new policy have 
been: Cuba's withdrawal from the hemisphere 
anti-Communist I&bor organisation and Its 
plan to set up purely Latin American labor and 
student organizations; abstention on the vote 
to seat Communist China In the UN; threats 
to withdraw from the Organisation of Ameri- 
can States; and the Increased number of cul- 
tural and trade group exchanges between 
Cubs and the Bloc 

I. The Outlook 

24. The Regime. Barring his assassination— 
which could occur at any time— we believe 
that Fidel Castro has at least an even chance 
of remaining In power through the next year. 
Castro's elimination would have an Immediate 
and drastic effect on political stability. Baftl 
Castro, his appointed heir, and Che Guevara, 
Bail's close associate, would probably assume 
control of the government. It Is unlikely, 
however, that they would be able to -*•«»*«««» 
control for long, and Cuba would be 2a for a 
period of violent political upheaval and ter- 


Sft. The Communist*. Communist influence 
In the regime will almost certainly continue to 
Increase in I960. Nevertheless, we do not b»- 
j^ettit during this p eriod tUm Jfl^ TirT ^ te ts 
will be able to fcrct Fidel Castro to adopt 
policies to which he is opposed. It is possible 
thai the unpredictable Outro might tarn 
against the Communists if he came to fed that 
his authority was threatened by them. If he 
decided to do so, his popular appeal probably 
would be sufficient to Insure his 
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However, we belkre that, at least for the 
period of this estimate, Castro's attitude tad 
poUdes will further the objectives of the Com- 
munist* who will try to ovoid giving him any 
cause for believing that they ore seeking to 
move in on his position os leader. In these 
circumstances, it Is unlikely that Castro will 
take the drastic action necessary to curb their 
growing influence. In fact he probably will 
become increasingly dependent on them and 
he may turn more to the Bloc for assistance. 

X. Thus, the outlook within Cuba for the 
Communists Is increasingly favorable. In ad- 
dltion their ability to complicate Caribbean 
affairs and to exacerbate Cuban-US relations 
wfll increase over the next year. However, 
their leaders will probably try to avoid pro* 
voicing Intervention by the US or the GAS. 

27. The USSR probably will encourage the lo- 
cal Communists to gain as much position and 
Influence as they can, and is prepared to offer 
considerable comfort and «"**t*nrf to an 
anti-American, neutralist regime. 

38. The Opposition. Despite Castro's still 
widespread lower class support, we believe 
that opposition to him will continue to grow 
m many important sectors of Cuban society. 
As a result of his extreme policies, the opposi- 
tion bow Includes virtually aU of the upper 
dais, much of the middle class, important 
member s of the Catholic hierarchy, many In- 
tellectuals and professionals, some military 
personnel, and—within the government and 
the 38th of July Movement— a growing mm»| 
ber of disillusioned 'wiklm&m±--*&&&^£z0 

39. As the base of Castro's political sapport 
narrows, and as Castro comes more and more 
to believe that he Is In a beleagured fortress 
assailed both from within and without Cuba, 
it Is likely that his actions win become In- 
creasingly totemperate. At the same tnne, It 
si also hWy that his opponents to these e§r- 
wmwf «ifi« ■« t«Mi ti> ******** >~< find twn> 

moderate leedsr. However, at the present 
time we know of no such leader who is capable 
of miffing the opposition. While armed at- 
tacks from exile groups or even armed resist- 
ance groups Inside Cuba are probable, we do 
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not believe that such attacks currents pott a 
serious threat to Castro, to spit* of the dis- 
organised state of the Cuban armed ; 


30. The Economy. Cuba's economic position 
will probably not become so precarious as to 
result m serious political consequences dur- 
ing the period of this estimate. Despite the 
Internal economic frictions resulting from 
government efforts to increase state direction 
of the economy, it Is probable that the Castro 
government will be able to —Mrtn m viable 
economy for at least the period under con- 
sideration. It Is almost certain that there 
will be a further reduction of national Income 
as the Impacted government policies comes to 
he felt Unless the agrarian reform program 
results to a serious cut In agricultural produc- 
tion, we believe that this reduction to national 
Income wfll not be of any great magnitude. 
In view of the government's policy of redis- 
tributing income, the standard of bring of the 
great majority of the population probably wfll 
show no decline and may even improve. 

31. A substantial reduction In Cuba's sugar 
quota to the US market or the elimination of 
the favorable price differential would have an 
adverse effect on the country's economy. 
However, even If such a reduction were made 
by US cengressiona] action this year, Its effects 
would cot be reflected In Cuba's export earn- 
ings until 1881. The political Impact, how- 
ever, would be bamwtiste and adverse for the 
US to Cuba and to much of Latin America. 

&VS<*ban Relation*, la the year ahead, 
rthe outlook for US relations with Cuba Is dark. 
There Is no Bkettbood that the regime wfll 
desist from using the US as a whipping boy 
or torn attempting to sen Its anti-American 
Une to Latin America. On the contrary. Its 
antl-US actions probably wm be tetenatfiad, 
particularly If the US Congress reduces Cuba's 
sugar quota or If US-based anti-Castro groups 
stiack the fig&Be. Bv«s though the rsgsso 
has made Utile reference to the US Naval Base 
at Ouantanamo to the past, Cuba win almost 
certainly press for an upward revision of bene- 
fits from the base. They may also Impose 
certain restrictions on C«e use of this facility 
and might even demand US evacuation. 
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IS. It It possible that TO-Cuben relations 
could degenerate to the point where the safety 
of UB nationals vat In serious question. 
Should the inadequacy of routine evacuation 
efforts necessitate the use of TO military 
forces to cover the evacuation process, Latin 
American reaction would probably be varied, 
to general, however, Latin American reaction 
would largely be determined by the Cuban 


M. Shou ld the TO decide that direct military 
Intervention were necessary to preserve Its 
security Interests In the area, most Cubans, 
Including the military, would react violently. 
However, tome Cubans would welcome such 
Intervention , and might at least passively at* 
stot the operation. Most Latin Americans 
would probably regard TO unilateral action as 
an unjustified invasion of Cuban territory, but 
most governments would probably not object 
seriously to such action If the situation in 
Cuba had degenerated into anarchy and ter- 
rorism. OAS sponsorship of intervention is 
highly unlikely short of outright Cuban ag- 
gression against another state. 

35. Other international Relations. The 
Castro regime probably will continue to move 
away from Cuba's traditional alignment with 
the West In the UN and will probably resume 
diplomatic relations with the USSR and rec- 
ognise Communist China. Castro* attempt 
to head a neutralist Mot In Latin America 
wffl have tittle success In view of the appre- 
hension and dislike aroused by Castro among 
area leaders. Preoccupation with Ms mcreas- 
tefly difficult domestic problems nay work toe 
reduce the regime's involvement to Caribbean 
revolutionary movements, but thaw move- 
ments wSD continue to derive nnsMrrtblt 
Inspiration and at least some assistance from 


; regime to. Caba;. 

"~ ' : of mtettienct and Research, Be- 
t at ttete weald delete tbt lait sentence 
of the paragraph sad emend tb* sececd sentence 
' read as fellows: *Vheald tbe tnertestiiri of 
spottne eveeaauea efforts mrewltote me eat af 
i to eevcr tat evaeeatleo ] 
Utta Aaerteeas weeM 
to ky tbe 


I. THE SITUATION OSEWHStE flUC 
CAUMEAN 

A. IntroowcKeo ' 

M. Fidel Castro emerged from revolutionary 
vietory as a symbol for those forces seeking to 
destroy the old order throughout the Carib- 
bean. "His disruption of things traditional In 
Cuba, his flouting of the TO, and his aggret- 
atve antldictatorshlp campaign pot newhfe 
In exiled and domestic revolutionary groups 
of ceveral Caribbean countries, many of which 
he materially supported. Zn to doing, the 
Castro regime became the prime mover behind 
a rash of unsuccessful Invasion attempts 
against Panama, Haiti, and the *»— «*fnn 
Republic, and provided support tor rebel to- 
eursions Into Nicaragua. 

S7. Castro's early policy of supporting and 
even sponsoring movements aimed at over* 
throwing other authoritarian or oligarchic re- 
gimes in the Caribbean suffered setbacks, and 
It now operates only on a spasmodic basis. 
Tbe prompt OAS intervention against the 
Cttbas-based invasion of Panama last spring 
and Castro's growing preoccupation with do- 
mestic affairs have also contributed to a de- 
cline to revolutionary activity to the area. 
The possibility remains that Castro may at 
any time revive and even step-up bit earner 
policy of actively encouraging revolutionary 
Invasions against Caribbean dictatorships. 

H. In fact, the Castro revolution hot tended 
to certam wars to strengthen tbe position of 
other authoritarian regimes, otv those of 
Nicaragua and the Dcmmkan Nepuhuc. 
Mode r a t es and conservatives with no love for 
authoritarian rule In their countries, but fear- 
ful of the trnpHratlnru of drastic social and 
economic upheaval on the Cuban model have 
rallied to support the status quo. 
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